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THE COST OF THE WAR AND INFLATION 

n August 1, two weeks before the end of 
C) the war with Japan, our Federal public 
debt per family had reached $7,080. 

This is an increase of $730 per family since 
March 1945. As it will be sometime before 
we can get back to a balanced budget, the 


average public debt per family will increase 
considerably further. 

















With this tremendous public debt, it is 
surprising that a large part of the popula- 
tion believe that the Federal government can 
-ontinue to hand out subsidies for every 
conceivable purpose. Many municipal improve- 
ments, which would be unthinkable if it were 

cessary to finance them locally, are con- 
Sidered sound if the financing is done by 
the Federal government. In spite of the 
fact that the average incomes of the persons 
in thi city in question are above the na- 
tional average, we assume that all of the 
people in the United States can afford to 
carry a greater indebtedness per capita 
than would be considered financially sound 
for a limited number of people with much 
larger incomes than the average of the en- 
tire group. Of course, this is silly, but it 
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is believed in practically every city. 
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Unless we wake up soon and realize that 
Federal government has no money to spend 
(continued on page 7216) 
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LIFE INSURANCE COMPANIES AS MORTGAGEES 
BASED ON THE RECORDS OF THE 109 LARGEST COMPANIES IN THE UNITED STATES 
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EARNINGS OF “LIFE INSURANCE REAL ESTATE’”INCREASE 


HE table below and the charts opposite show that the earning on real es- 

tate owned by the 101 largest life insurance companies showed no change 

in 1944, During the past four years, however, the earnings on real es- 
tate have increased by 74%, bringing the earning level considerably above the 
earnings on FHA debentures. The rate earned on mortgages of these companies 
dropped to 4.4% in 1944. The percentage of assets invested in mortgages de- 
clined, and the dollar volume of mortgages decreased. The dollar volume of 
real estate owned decreased during the past year by 21.7%. 


























REAL ESTATE MORTGAGES REAL ESTATE OWNED GROSS ASSETS 
t Rate £ Rate 

Year Amount* Assets Earned Amount Assets Earned Amount * 
1912 $1,428,408 33.2 5.9 $160,546 5.9 3.3 $4,278, 567 
1913 1,554,163 54.2 5.9 136,780 44 3.3 4 532,916 
1914 1,645, 283 34.2 6.0 153,536 4.5 3.1 4,810,508 
1915 1,716, 342 33.6 6.0 154, 297 3.8 3.2 5,056,680 
1916 1,823,658 33.6 6.0 154,762 3.5 3.2 5,438,405 
1917 1,951,504 34.2 6.0 168,191 3.5 3.5 5,812,235 
1918 2,000, 864 32.2 6.0 167,979 3.1 3.0 6,265,434 
1919 2,009, 362 31.0 5.8 153, 346 2.7 3.2 6,608,312 
1920 2,332,439 35.5 6.0 153,255 2.7 3.6 6,655,894 
1921 2,573,821 33.5 6.2 162,582 2.4 4.0 7,741, 267 
1922 3,297, 285 40.6 6.2 167,996 2.2 4.0 8,421,028 
1923 3,482, 881 39.1 6.3 182,670 2.2 3.9 9,165,167 
1924 3,993, 230 40.6 6.1 204,120 2.1 3.8 10,121,992 | 
1925 4,582,281 42.6 6.0 223,452 2.1 4.2 11,129,064 | 
1926 5,283,927 43.5 5.9 253,933 2.3 41 12,466,149 
1927 5,962,158 43.0 5.9 298,606 2.2 3.5 13,890,188 
1928 6,555,276 42.6 5.7 351,878 2.3 Pee 15,471,299 
1929 7,091,613 42.0 5.7 400,914 2.4 2.5 16, 883, 283 
1930 7, 364,000 40.8 5.7 461,949 2.6 3.0 18,077,297 
1931 7 441,593 38.0 5.5 598,702 3.1 2.7 19,567,235 
1932 7,165,656 35.4 5.2 846,179 4.2 2.0 20,219, 265 
1933 6,610,718 32.2 44 1,224,064 5.9 1.9 20, 580, 888 
1934 5,827,270 27.1 49 1,704,119 7.9 1.6 21,479,234 
1935 5,272,707 23.2 4.5 1,911,016 8.4 1.4 22,715,209 
1936 4,960, 385 20.4 4.5 2,056, 667 8.5 1.8 24,288,552 
1937 5,055, 338 19.7 4.6 2,096,042 8.1 $2 25,708,928 
1938 5,262,537 19.4 4.6 2,089,890 Tar 2.2 27,150,640 
1939 5,480,635 19.2 4.5 2,054,528 7.2 2.4 28,516, 282 
1940 5,746, 396 19.1 45 1,979,710 6.6 2.3 30,040, 224 
1941 6,171, 303 19.3 45 1,790,001 5.6 2.9 31,548,782 
1942 6, 399,808 18.9 45 1,554,732 4.6 3.5 33,823,517 
1943 6,371,705 17.5 4.5 1,256,957 3.4 4.0 36,507,697 
1944 6,316,596 16.0 44 984, 205 2.5 4.0 39,596,118 
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TREND OF RETAIL SALES AND REAL ESTATE 


N accordance with the policy of The Real Estate Analyst to present to its 
| subscrivers as many localized trends as possible, we are charting in this 

report for the first time this material has appeared in print the indexes of 
the Federal Reserve System on department store sales in 84 cities of the 
United States. On the chart for each city the average daily sales corrected 
for seasonal and charted as a percentage of the 1935-1939 period are shown in 
blue for the entire period over which the figures are available. In contrast, 
a red line appears on each chart (which is the same for all charts) showing a 
weighted average of department store sales for the entire United States. The 
charts which contain no blue line are for cities for which work is now in pro- 
gress on the preparation of an index, and we hope that the next time these 


charts appear in our reports it will be possible to include the local figures 
in these cities. 


As a general rule department store sales include about 10 per cent of the 
total retail business in a city and charts comparing total retail sales with 
department store sales show a rather close relationship during the greater 
part of the period charted. Department store sales have gained slightly on 
total retail sales during the recent period when automobiles were uot avail- 
able, and the sales of oil and tires were severely restricted. The sale of 
building materials was also restricted during this period. In the same way, 
in the 1933-1935 period the sales of automobiles and building materials were 
smaller than other commodities and, accordingly, department store sales held 
up better than general retail sales. 


These charts are not adjusted in any way for population changes. The 
rapid increases in department store sales in some cities are due primarily to 
the ract that these cities have increased rapidly in size during the period 
covered by the chart. A part of the rise in department store sales in all 
cities since the war is due to the increase in the price level, as the same 
number of units changing hands at the present time represents a larger dollar 
volume than it did in 1939. The figures were plotted by months for each city 
but were then smoothed to eliminate very minor fluctuations. 


These charts should enable local real estate operators to form some opin- 
ion of the outlook for downtown real estate properties in their city in con- 
trast with other cities. If the line has been going up in any city faster 
than the average of all cities it would indicate that the retail business in 
that area is expanding and, since most department stores are in the downtown 
district, it would indicate that the downtown district is growing in activity 
and that property values in the line of growth should advance. On the other 
hand, if department store sales in any city are falling behind the national 
average, it would indicate that the downtown district of that city is not in 


as good shape as might be expected from general business conditions in the 
United States. 


The chain store operator should find these charts of value in evaluating 
present stores and in deciding on locations for additional stores. 


The large mortgagee lending money on retail locations over a wide area 
should be interested in these charts as loans on retail property in cities 
showing a favorable trend should involve less risk than loans made in cities 
showing an unfavorable trend. 
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DWELLING UNITS CONSTRUCTED IN 


48 STATES 


HE number of new family accommodations built in all nonfarm communities of 
the 48 States and the District of Columbia is shown in the table below. 
Cumulative totals and month moving totals are shown in blue for 


1942 and 1944 and in red for 1943 and 1945. 
THOUSANDS OF UNITS 


MONTHLY CUMUL ATIVE 

I942 1943 1944 1945 942 1943 I944 1945 
JANUARY 345 450 I7.3 7.4 345 45.0 17.3 7.4 
FEBRUARY 513 40.1 I35 8.5 85.8 85.1 30.8 15.9 
MARCH 527 33.0 i8.| 13.4 138.5 186.1 48.9 29.0 
APRIL 597 26.7 i143 17.5 i982 144.8 632 46.5 
MAY 60.6 33.6 i6.5 19:1 258.8 178.4 79.7 65.6 
JUNE 463 21.8 I75 19.3 305.1 2002 972 849 
JULY 267 242 14.5 331 8 2244 Tp tee 
AUGUST 275 27.6 12.8 359 3 2520 124.5 
SEPTEMBER 404 243 11.3 3999.7 2763 135.8 
OCTOBER 322 28.1 10.8 4319 304.4 146.6 
NOVEMBER 304 261 11.6 462.3 330.5 158.2 


DECEMBER 34.3 19.5 10.8 496.6 350.0 169.0 


12 MONTH 
MOVING TOTAL 


1942 1943 


708.5 507.1 
716.1 4959 
708.6 476.2 
693 .| 443.2 
683.0 416.2 
652.1 391.7 
6042 389.2 
5619 389.3 
bs Fe no a43.2 
511.3 369.1 
495| 364.8 
4966 350.0 
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Real estate sales in urban communities of the 

REAL ESTATE ACTIVITY United States in the month of July reached a new 

peak. Preliminary figures would indicate that 

they were 56.1 per cent above the long-term computed normal. The final figure 
for June was 55.3 per cent above the normal. 


One of our clients has just written in asking why we place so much stress 
in our reports on real estate activity. He pointed out in his letter that 
quite frequently on the stock market a large number of sales take place on a 
declining market and that some of the heaviest days the market has had have 
been some of the worst. On the stock market there has been very little rela- 
tionship between volume of activity and price. 


This, however, has not been the case in real estate. If voluntary trans- 
e fers of real estate are charted over a long period of years it will be found 

that real estate activity increases only when prices are going up and de- 
creases when values are dropping. Conversely, involuntary transfers of real 
estate as shown by our foreclosure line rise when real estate values are fall- 
ing and drop when real estate values are rising. 


We will be greatly surprised if real estate activity does not drop dur- 
ing the next few months, as we think there will be sufficient unemployment in 
some cities to slow down the enthusiasm for home ownership which has arisen 
during the shortage of housing accommodations. 


We believe that single-family residences have probably reached ‘their 
highest sales price and that in the period immediately ahead they will show a 
slight decline. There is a possibility, however, that this decline will be 
followed by a rise which may or may not stop short of the present level. The 
height to which the prices of single-family residences will go a tew years 
from now will depend almost entirely on the level of replacement costs at that 
time. We think that a wise policy on single-family residences would be to 
sell. It does not seem, however, that we have reached the peak on the prices 
of apartment units or of well-located business property. 


In our opinion residential building will not start 

RESIDENTIAL BUILDING up as rapidly as many people expect. The cost of 
building has gone up rapidly during the war. The 

a earnings of full-time employees in the construction industry in 1943 (the last 
figures available) were 98 per cent greater than they were in 1939. It will 
cost about 40 per cent more to build a house in the next few months than it 
cost at the beginning of the war, and this by itself will be a retardant to 
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NOTES ON CONSTRUCTION COSTS 


Prame house in St. Louis at the present time is given as $9341. This is 


C): the back page of this report the cost of building a standard six-room 


a tremendous jump over the figure of $8084 given in July and we think 
that this large an increase in the figures deserves a detailed explanation. 


The cost of building this six-room frame house has been computed from 
1913 to the present. During a large part of this period the figures have been 
computed by months. Each month all of the materials which go into this house 
are repriced in detail, even detailing separately the 2 x 4's, 2x 6's, 2x 


8's, etc. There has never been any difficulty in the figures which have gone 
into this house. 


Because of war limitations during the past few years it has been impossi- 
ble to build this house according to the plans and specifications or to build 
anything like it. From time to time during this period we have stated that 
our cost figures on labor costs were more or less theoretical, as we could not 


check our computations by actual bids and by the experience of contractors 
building similar houses. 


Building is now starting up in limited quantities and the contractors re- 
porting to us claim that it is necessary in order to get skilled labor at the 
present time to pay not the rates which they have been paying on residential 
work but:the rates which are ordinarily paid on industrial and commercial 
buildings. These rates are considerably higher but apparently all of the 
building which is going forward in St. Louis of a residential nature at the 
present time is being built under these higher rates. 


St. Louis contractors are also complaining bitterly of higher unit costs 
due not only to the higher rates out also to very much lowered efficiency. 
One contractor who has’ been building a house of a uniform design before the 
war and at present reports that his unit labor costs on some operations have 
increased two and three times over the prewar level due to inefficiency and 
the higher wage rates. The high cost reported in this bulletin has not given 
sufficient weight, we are sure, to this inefficiency factor as we have not 
felt that our studies at the present time were complete enough to be able to 
give it the proper weighting. 


The scarcity of building labor and the inefficiency of the labor avail- 
able are probably temporary factors as later more men will be available and 
growing unemployment in the transition period will increase the efficiency of 
the men employed. It should be kept in mind, however, that few apprentices 
have been trained in the building field in a very long period and that many of 
the older mechanics have died. We believe that the present situation will 
last through 1945 and may extend into 1946. 


As this rapid increase in cost has just arisen in St. Louis, it has been 
impossible to check this experience in other cities and we do not know whether 
our St. Louis jump in costs is reflected generally throughout the country. We 


would appreciate any information from our subscribers about conditions in 
their own city. 


As additional information becomes available its effects on building costs 
will be reported. 
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